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AESTiACI ^ , ' 

This paper addresses a number ^of problems associated 
with the evaluation of organizational effectiveness. Questions are 
raised concerning vhether there is such a thing as organizational 
effectiveness, hdiv stable and accurate are the assessment criteria, 
hcv widely the criteria can be applied, how such criteria can be of 
help in understanding organizational dynamics, etc. Ihe author then 
presents a process model for analyz^g effectiveness. The process 
model proposed consists of three related components: (1) the notion 
of goal optifflizatioii, (2) a systems perspective, and l3) an emphasis 
on human behavior in organizational settings. The. advantage of 
approaching organizational effectiveness as a continuous process is 
discussed in detail. (SJL) 
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METHODOLOGICAL ISSUES IN EVALUATING - ^ 

ORGANIZATIONAL EFFECTI\iENESS ' 

The pursuit of organizational ef feet iveness has long been considered' 
a hallmark of contemporary managers. ^Unfortunately/ however, while most 
organizational analysts agree that managers have a central responsibility 
for achieving — or ajt least pursuing — effectiveness, there is a notable 
lack of consensus concerning what is meant by the concept itself 
(Pennings and Guodmafi, 1976). For an economist ^r financial analyst , 
organizational ef f eQjtiveness is often equated with profit or return on 
investment. For a line manager, iiowever, effectiveness is often syno- 
nymous with the level of output of goods or services. For the R 6^1) 
scientist^ effectiveness may^be seen as the number of patents, inventions, 
new products emerging from an organization. And, finally, for many labor 
union leaders, effectiveness is often defined in terms of job security, 
satisfaction,' or the quality of working life. In short, while there is ' 
general agreement that effectiveness is a desirable attribute for organiza- 
tions to exhibit, the criteria for its assessment remain unclear. 

In view of the many different ways in which managers and researchers 
conceptiuilize the topic of organizational effectiveness, it comes as no 

A related version of this paper will appear in Orgaftjzat ional Dynamics 
in press. This project has been supported by funds supplied under Office 
of Naval Research contract No. NO0014-76-C-0164^ NR 170-812, "Richard M. 
Steers, Principal Investigator. j 



surprise that there is equal disagreement concerning the best strategy 

j - • 

for its attainment. A principal reason for this lapk of agreement stems 
from the rather parochial views that exist concerning the effectiveness 
construct (see, for example, Campbell et al., 1974). For instance, ^many 
people view effectiveness in terms of one evaluation criterion (e.g., 
profit, productivity, etc.). On the contrary, it is difficult to conceive 
of an organization that would survive for long if it pursued a profit goal 
exclusively and ignored completely th« needs and goals of its employees 
and of society at large. Organizations typically pursue multiple — and - 
often conflicting — goals and these goals tend to be different across 
organizations depending upon the nature and composition of the particular 
enterprise and its environment. ^ 

A further explanation for tlv ^;eneral absence of agreement concerning 
the nature of effectiveness stems from the ambiguity of the concept itself 
It is often assumed (incorrectly) by organiza't i^nal analysts that the 
evaluation criteria for effectiveness can be easily identified (Parsons, 
1956). In point of fact', such criteria tend to be rather intangible and 
are largely the result of who is doing the evaluating and what their . 
specific frames of reference are. ^ 

Various attempts have been made to identify relevant facets of effec- 
tiveness that could serve as useful evaluation criteria (Geo rpopoulos and 
Tannenbaum, 1957; Yuchtman and Seashore, 1967r Price, 1968; Mahoney and 
VJeitzel, 1969). A recent review by this ai/thor of seVenteep different 



approaches .to assessing organizational e*f f ectiveness revealed a general 

absence of convergence across the various approaches (Steers, 1975, 1976). 

Table 1 summarizes the "Various criteria used in the seventeen models, as 

well as the frequency (expressed both numerically and in percent) with 

which. tl)ey are mentioned. As can be seen in this table, only one criteria 

^adaptability-flexibility) was mentioned in more thai] half of the models. 

This criterion was followed, rather distantly, by productivity, satis- 

'factpLon, profitability, and resource acquisition. Thus, there is little 

■ agcreemejit among analysts concerning what criteria should be used tp 

Evaluate cjurrent levels of effectiveness. 

« ——————————————————— _ _ _ 

Insert Table 1 About Here 

r -------- • ■ 

* PROBLELMS IN EVALUATION ^ • . 

This absence of convergence among competing evaluation techniques 
presents a serious piroblem for both managers and organizational -analysts . 
If agreement cannot be reached concerning appropriate criteria for pur- 
poses of assessment, then it* follows that considerable difficulty would 
be oncounXer^jd • in attempts to evaluate the relative success or failure of 
an organization against such criteria. This inability to identify\meaning 
ful criteria to be usecf across organizations results in part from the 
existence of several questions' (or problems) that must be resolved if we 
are to derive more useful approaches to assessing organizational effec- » 
tiveness. Eight such issues are raised here (see Steers, in press, for a 
more detailed analysis).^ ' ' - . 
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!• Is there any such thing as organizational effectiveness? When 

\ 

examining the notion of effectiveness, it is only logical -to ask whether 
or not there is indeed any such construct. That is, in tfhe absence of 
any tangible evidence^ it may be that organizational effectiveness exists 

only on an abstract levei and has. little applicability to ^the ^ork place. 

i 

If effectiveness is indeed-a viable concept from either a psychological 

• 1 . 

or managerial standpoint, its place in the study of orgakii^ations must 

' ■ ^ \ , ' . \ '■ ^ 

be made more explicit^. \ , j 

2. How stable aVe the asjsessment criteria? A secbnd! problem en- 
countered in attempts to assess effectiveness is that many of the criteria 
for evalufitibn change over time. For e^tample, in a growth .economy, the 

* 

effectiveness of a business firm may be related to level ofTcapital in- 
vestment; however, during a recession or depression. Capital liquidity may 
emerge to be a more useful criteria and high capital investment may sl\ift 
from an asset to*.a liability. Clearly, such criteri^'do not represent 
stable indicators of ' organizational success. As a matter of fact, this 
transitory nature of many of the effectiveness criterion has led some 
investigators (e.g., Georgopoulos and Tannenbaum, 1957) to siiggest that 
adaptabil ity ol: flexibility ^represents- tlie central vaifiable in any model 
of effectiveness. ^ • 

3. UHiich time perspective is most appropriate in assessment ? 
Contributing to the criterion instability problem is the problem of which 



time perspective one wishes -to employ in assessment. For exjample, i^ 



jfso *maoy of an organization's resources are used in current production 

1 • ■ 



(a short-run criterion) that little remains for investmente in R & D, 
the Organization may ultimately *find itself with outmoded products and 
threatened for its very survival (a long-term criterion). Thus, the 
problem for the manager is how best to allocate available resources 
between short and long-term considerations so both. receive sufficient 
support for their respective purpo^s. ' . , , ^ 

4. Are the" assessment criteria homogeneous? Most approaches to ^ 
assessing effectiveness rely on a ^ff^r^es^ of relatively discreet criteria 
(e.g., productivity, 'job satisfaction, prof iTtaW-lity) • The^use of such 
multiple measures , however," of ten leads to problems wher^ these criteria 
■are in conflict with one anothei<T For inst'ance, consider an organization 
th^t uses productivity and satisfaction as two of its criteria. Produc- , 
tivity.can often be increased' (at least in the sHort-run) by pressuring 
employees to exert greater energy. ^ SucH efforts by management 'are likely 
to result in reduced satisfaction, however.. On the other hand, , satis— 



howe\ 



faction may.be increased by yieldin^^o employees, demands' for increased 
leisure time and reduced production p'ressures', thereby potentially reducing 
productivity. Thus, while the use of "multiple evaluation criteria .adds 
breadth to any assessment .attempt, it simultaneously opens the door to 
conflicting demands which\ management- may not be ^ble to satisfy. 

5- , How accurate are the assessmea^ ci^j-te ria ? A further jfroblenf in 
assessing organizational effectiveness is common to all ^t tempts by manage- 
ment to implement change; 'fiamely, how does one secure accurate measures for 
purposes of evaluation? How does an organization accurately measure 



managerial performance or job siltisfaction, if these are to be used as 
\ 

effectiveness criteria? In addition, how consistent are ffuch peasures. 

over time? In point of fact, we tend to operationalize perfo'rmance rather 

loosely in terms of global superior ratings and satisfaction perhaps in 

terms of turnover and absenteeism rates. Suc'h operational definitions 

have their obvious limitations, adding further to attempts to accurately 

assess effectiveness. • " - ' . • 

6." How widely. can the criteria be applied ? A major problem that' 

exists with many of the criteria that have been suggested ' for assessing 

effectiveness is the belief that they apply equally in ^variepy of . 

organizations. Such is often not the case. While profitability and market 

share may be relevant^ criteria for most business firms, they have little^ ^ 

applicability for organizations like a library or a police department. 

Thus, when considering appropriate criteria for purposes of assessment, 

care n^st be taken to insure that the criteria are consistent with the 

goals and purposes of a pa?rticular organization. 

• 7. How do such critferia help us understand organizational, dynamics ?' 

Of major concern to the 'organizational analyst Is the question of the ^ 

uti'lity of the effectiveness construct. Tliat is, what purposes are served 

' \ ' ^ % ■ V 

by the existence of evaluation criteria for assesi^ing effectiveness? Dp 

< < 

they provide insight into the dyjinmics of on-going organizations? 

Lk) they he^lp us to'lmake predictions concerning the future actions of 
organizations? Unless models fa(filitate a better understantimg of 



organizational ]"6tructurejs , processes, or behavior, they are ^of little 
value from an dtialytical standpoint. . • ^ 

8. At which ' leve^l should eYf^tiveness l^a assessed ? Finally, 



managers are faced with' the problem., of where to do the assessment of 
effectiveness. Logic would suggest that organ-izational effectiveness is 
best evaluated on an» organization-wide ^basis . ^However, such an approach 
by itself ignores the d5^namic relationships between an organization and 



its ^various pq,rjt:s. It- must be re^membered . that it is the individual 

♦ ■ . • 

employees who ultimately de<:efmine the degre^Co-f organizational success 

As such, if we are to increase o;ur understanding of organizational pro- 



cesses, models of effectiveness must be ^developed which attempt to 
identify the-^-rlature of the relationships between individual 'proc'esls^a-^nd 
^organizational behavior- to the extent* possibly:* 

\ - ^ • . < 

' Even -a cursory examination of these probLeTns reveals the magnitude 
and' complexity 'of the subject. If managers are to reduce t'heir dependence 
on simplistic assessment ' criteria for evaluating effectiveness, they must 
be p'Covided *with a' framework ^or analysis which^^^'o^r comes many of these 
problems. One solution that at least minimizes many of the obstacles to" 
assessing effectiveness is to view ef f &<rtiveness *in terms ^ou a process 
instead of •'tin end state, l^/ben we expmin^the earlier models of effec- 
tiveness, most place a heavy emphasis'^ 'in identifying the criteria them- 
.selves (i.G.,fthe end state). While such criteria m^iy be useful, they 



tell us little about/rhe ingredients that facilitate e^f f ectiveness . Nor 



r- 



% : / 

T"ao~TTie>rTi^^p~~t^ effectiveness results . 

Hence, it appears that we need* to re-examine our notions about the concept 
of organizational effectiveness and abo^t. the kinds of analytical models 
managers require to facilitate eff ectivea\i?s in their own organizations. 

U^T IS ORGi\NIZATIONAL EFFECTIVENESS? ^ • ' 

•■ The term organizational effectiveness has been'used (and misused) 

in, a variety of contexts. As noted in Table 1, sbirie equate the ^rm with 
profit or productivity, while others view it in terms of employee jbb • 
satisfaction, ^nd so forth. While these criteria are often viewed as 
definitions of organizational effectiveness, a .few investigators suggest 
that such variables actuaLly const'itute intervening variables which en- 
' ^ hance the likelihood that effectiveness Vill result (Price, 19£8) . 

' - ■ k ' 

If we accept the nption that • organizations are unique and f^rsue 
< y divergent goals, then>such definitions are t,oo s it uation-specijy.c and 

Vcllue-ladden to be of much use. Instead, it appears more usef cd>J.nit ially 

y ' ■ ■ ^ ■ ■ ■ ■ V 

to follow tKe lead of Etzipni' (1960) and others and to define^^^nizatiOnaL 
effect iv^zfness in terms of an organization's ability 't"cr~ac~quire and efficient- 
ly utilize available resources to achieve their operative goals. - 

Such a definition requird^ elaboration. First, we are focusing on 

" ' 1 . V - 

operative goals, as opposed to official goals; That is, it seems m6re 



\ . Several investigators have rejected what they call the '^goal approach". . 

• These invest igatoi?s d.c fine such^ goals in terms of official (instead of op- 

• - eraLivc) goals^Ji^n'd suggest that effectiveness is' better understood in terms 

of "system neD<fe*^ oi'^pp^j^v over the environment. - /\s noted by Hall (1972) 
.and others, how^V^Qt,'"^^^^ disclaimers^- lactually represent an argument over ^ 
somaiwffs since system needs and power represent statements of an *o^gan- 
izat^n's operative goals. . , . 

r • ■ • . . 
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appropriate to assess the Relative level of effectiveness against the ' •/ 
real intended objectives o*f an organization, instead of a static li^t of 
obj(?ctives meant principally fox public consumption. For example, we 
often see public advertisement J by corporations claiming that ^'progress 
is our most important product" or "the things we do improve the- way we 
live". Such statements (or of f icial goalg) often g^ve the impression 
that the company's primary objective is progress while o.th-er goals (i.e., 
pro fit. growth, OP an ^acceptable rate^of return on 'inves tment) prob^ly 
represent more accurate statements of intent (i.e., operative goals). 
Thus, whatever the organization intends to pursye", it is against these 
criteria that effectiveness is^best judged^ Such an approach has the added 

advantage of minimizing the influence of the 'analyst 's value judgments 

u • . 

in the assessment process. \^ile many -wpMid argue that job satisfaction 

is a desirable end, for example, it reiri^^ for the organization to set' 
such a goal, not for an outside afialyst. 

Moreover, inherent in sirch a definition is the notion that effec- 
tiveness is best judged against an' organization's ^bility to compete in 
a turbulent environment and successfully acquire and utilize its resources. 
This suggests that managers musy deal effectively with thALr external- • 
environments to secure needecj^esaurces . Finally, t^jis d^pproach acknow- 
ledges the/concept of efficiency'^as a necessary yet ins^jff icient ingredient 
(or facilitator) of effectiveness . * ^ , 



2 i > » - 

^For diver>;ent,.-points of view on tliis issue, see tlie recent .artitfle in 
The Industrial Psycholofiist entitled "Quality of Work Life: Divergent 
Viewpoints, 1976, '13(4), 38-39. 



A' Note' on Ef f iclehcy ' -.^.^ - t_-..r..: 

Efficiency and ef fectivenes^r are often used, interchangeably . The 
approach taken here' is to separate clearly the two notions and to re- 
cognize the importance of and interrelation b'^tween the twi. \^ile 
effectiveness is seen as the extent to which operati>>e goals can b& 
attained, ■ efficiency is defined as the cost/benefit ratio ineurr;ed in 
the pursuit of t^o*fee goals (Barnard, 1938)-; An example should, clarify * 
this distinction. Shortly after World War II, a ranking German officer 

o - 

observed that the Allies had not "beaten" Germany but has'instead 
"smothered" her. In other words the of ficer was suggesting that x^iile 
the Allies ha^ been effe'cti-ve in ..the pursuit '-^q'' y*^^^ ^""^t^^ r' t;hf^y 
had noPSbee/ particularly. efficient- 



Atjsome point , we. would ^expect that increased inefficiency would 
have a detrimetital -i^ff ect on subsequent effectiveness. Applying this 



example to a business environment, one could sugg^t that ■ the "more* cos tly 

goal effort becomes, the less likely the business is-to^be Effective. 

An example of this af f iciency-e f f ectiveness relationship can be seenr in 

some af the current experimentis in job" r^e^esign, such as the Volvo and 

Saab experiments in Sweden. Several prominent investigators |ave not^d 

j a 

• ro^ntly that, while job enrichment may. have desirable social Occ?hsequences 
tlief costs associated with such efforts may be so high that ^ey increase 
the price of the product beyond that which customers are^^^7illihg to. pay- 
Hence, ^the rto4;ion Of efficiency emerges as.<in important contribution to 
organizational effectiveness. ' ' • - . 

12 • ■ ■ > 
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, A PJIOCESS MODEi: FOR ANALYZING EFFECTIVENESS 



r 



From a static viewpoint, it may suffice to def ine^^ef feet iveness in 

i> " -■ * 

terms of attaining operative goals. However, if we>are to understand 

- I ' ' ' * ^ , ^ \ P 

more fully ctfe processes involved in bringing about an effective level 4^ 

operations, it is necessary to take a more dynamic approach to the topic. 

The. approach suggested herie is essentially a "process ind||^." of eftec— 

tiveness. ThaL. is, the aim 'here is to provide a framework for analysis 

by mafiagfcrs of the major processes involved in e^ectiveness . This 

approach contrasts sharply with earlier models which attempted to list ♦ 

the requisite criteria for assessing organizational success. 

The process model proposed here consists of three related cotnponents : 

1) the notion of goal optimization; ^) a systems perspective; and 3) an^ 

emphasis on hanan behavior in organizational setting. It is felt thait 

these three components, when taken together, provide a useful vehicle for ^ 

analysis of effectiveness-related processes in organizations. This multi- 

t 

dimensional approach has several advantages over earlier models,^ In 
particular, it has the advantage of increasing the comprehensiveness of 
analysis aimed at better understanding a liighly complex topic, 

i'fO:\ 1 Opt imizat ion 

If wv examine the va^ioas approaches currently being used to assessv 
or.;anizat iona I effectiveness, i: becomes apparent that most rest ultimately 
on tlj^t notion of goal attainment (Hall, 197?). A p r imaryi^ advantage of 
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using the operauive goal concept fo^^assessing level of effectiveness 

is that organizational success is evaluated inther light of an organi- 

^zation's behavioral intentions. ' *In view of the fact that different 

I- 

organjizat ions pursue widely divergent goals, it is only logical t 
cognize this uniqueness in any evaluation technique. 

While many variations on the goal apprroach to evaluating effective- 
ness exist, the more yfmitful approach appears to be to view effectiveness 
in terms of goal opit imization . That^iSui instead of evaluating success in 
terms of the extent to which "desired" goals have been maximized, we 
recognize a series of identifiable and irreduceable constraints (e.g., 
money, technology, personnel, othor gaals, etc.) that serve to inhibit 
goal maximization. Managers are seen*as setting aijd pursuing "optimized" 
goals (i.e., dest'^^ed goals as constrained by available resources). \ For 



example, a company may feel that a 10% return on Investment is a realistic 
goal in view of resource availability, the existing mat%et environment, 
and so forth. is sugges ted uiere that it is against this f eas ib le goal 

set that effectiveness be judgi^d, instead of against the notion of an 
ultinvitc goal set. (Note that goal optimization should not be confused 
with sub-optimization, where loss than optimal goals are intentionally 

4 

pursuod. I'nde r s ub-opt imized conditions, a company may intentionally set 
a 3Z return on investment goal even though 10% may be f eas ib le .given the 
s it: u^t ion. ) ^ 
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The use of the goal optimization approach has several advantages 
over conventional appi^aches. To begin with, it suggests that goal 
maximization is pro^bly not possible and that even if it was, it may be 
detrimental t'o an xirganizat ion 's well-being and survival- For example, 

'/ m 

in most situatid^s there appears to be'little ch|Prce,for a company- to ^ 
maximize productivity and job- satisfaction at^ the' same- time. Instead, 
.compromises must be made which provide foT an optimal level cf attainment 
on both objectives. Thus, the use of a goal opt imization approach allows 
for the explicit recognition of 'multiple and often conflU^cting goa]^.* 

/Second, goal optimization models recognize the existence of differen- 
tial weights that managers place on the various goals in t\\B fea$.TOle set.' 
for instance, a company may place five times the weight (and resources) 
on the pursuit of its profit goal as it does on its af f icmitive ^action 
employmept goal or its job ^tisf action goal. While real -life examples 
would obviously be far more complex,' this simple example should serve to 



emphasize the differential ^e i^ht ing aspect inherent in any assessment of ^ ' 
effectiveness. * ^ ^^^^ 1 

Third, the model proposed here also recognizes the exist^ence of a 
series of constraints that can impede progress on goal attainment. Many 
ot these constraints (e.g., limited finances, people, technology, etc.) 
may be impossible to alleviate, i\tf least in the short-run. Thus, it is 
important lo recognize such con9traints--and how a company reacts within thetn 
in any ,tinal assessment of. success or failure. ^ 
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Fcnirth, this approach has the added advantage of allowing for in- 
creased flexibility in the evaluation criteria. As the goals an organi-^ , 
zati^n' pursues, or tjie constraint^ associated with such goals, change, a' 
i\ew optimal solution would emerge" wljich c^uld re-present new evaluation 
criteria. Hence, the m^ans of assessment' would .remain current and would 
be adaptable to the need^of the organization. * 

Finally, from tlhe s^tandpoint of long-ratige planning, weighted goals • 
and their relevant constraints could be modelled using computer simulations 
to derive optimal solutions for purposed of allocating future resources 
and effort. The use of computer simulation fnoc^els in long-range plantiing 
has become commonplace among larger organizations. This same technique could 
be applied to examining organizational effectiveness. Major organizational . 
amd env^onmental , variables could be systematically manipulated to analyze 
the i||pact of such^^^Kes on. resulting facets of effectiveness (e.g., 
profit, market share, adaptation, productivity). Through such manipulations., 
optimal solutions could%be derived which would provide direction for 
managers concerning the future efforts of enterprise. 

Svji t eu^ Perspective 

^ Tlie second important aspect of a process model of organiza't ionari 
effectiveness is the use of an open systems perspective for purposes of 
analysis (Katz and Knhn, 1966). . Such a perspective emphasizes inter- \ 
relationships between the various parts of an organisation and its en- 

0 

vironmont as they jointly influence effectiveness. 
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If we I take a systems perspective, it woul^ appear that faur major 
categories of influences on effectiveness can be identified (see Figui'e 1) ; 
1) organizational characteristics, such as' structure and technology; 2)^en- 
vironmental characteristics, such as economic and market conditions; 3).^^ 
employee characteristics, such as lev^l of performance and job attachment; 
and 4) managerial policies and priictices, W,bile the prec|^e manner iriTj^^v-* 
which thes^^ variables influence effectiveness goes beyond the scope^X)f ^is 
paper (see Steers, in press), it is suggested th^t tliese four set* of 
-variables must be relatively consonant, if the likelihood of effectiveness 
is to be enhanced. f 



Insert Figure 1 AbOut Heije 
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Thus, managers have a responsibility t;o attempt to understand the 
nature of their environment and to set realistic goals ^aimed at accom- 
modating 5nd/or exploiting that environment. Given such goals, the mt^re 
effective organizations will tend to be those which successfully adapt 
structure, technology, work effort, policies, etc, so they facilitate 

, / 

goal attainment, 

Ik^iM vi<)ra I Hnix>has Is ^ ^ 

A f ina^ aspect of the process approach to understanding and analyzing 
elfcctivonessi "is a major focus^ on the role o>£^ individual behavior as it 
affects or^;auizational success or failure. Tlie position taken here is 
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in* opposition to*the stand taken by many that effectiveness is best examined 
' exclusively on a *'TTiacro'' (or organ izhta<on-wi-de) basis. Instead, it ^ 
appeVrs that g.reater^ inaigllt can. result if, analyses include consideration 
of how the behavior of individual employees impacts upon organizational 
goal attainment. If the '^employe^s pf an Drganization largely agree with 
the objectivjes of th^ir employer, we would expect their e'ffort toward 
'those goals ^to^^ijs^^ela'tively High." On the other hand, if the goals of 
an organization largely conflict wit^h the personal goals 6f employees ^ 
there is little reason to', believe .that -suchr employees* wpuld put forth their 
maximum ^e f fort (Argyris, 1964) » . * • 

- . 1 . ■ ; • . 

, (iXi interesting examfil^ of fhe ' importance of individOalsj ^in goal 

^attainment can^he seen in the controversy over automob lie-seat belts 

during recent years ► l^iild" this example is not an organizat ional example 

per se , it should s.erve to make the point. In an effort to ■ improve 

traffic safety, ^the federal government initially passed a law which 

rejquired auto manufacturers .tO' install^seat belts in all new cars. ^ 

Wlien this action , failed to have the desired consequences (that is, many 

people simply did not use them), additional laws were passed requiring 

manufacturers to ins tall' warrving lig;hts, buzzers,- and sq forth, to remind 

drivers to use seat' belts. Finally, when this foo proved ineffective, 

laws were passed , requiring manufacturers 'to ins tall' ^evices which made 

it nandxitory to use seat' belts before the ignition could be activated. 

" * .A' 

wl^ilc the init ial gaal was l^iudatorv, tfhe pro Ci? A gBE^^ ) us ed to achieve 




18 



17 



\ 



this goal were largely ineffective because they -fcgnored the pre- 
dispositions and behavior patterrls of most drlver,§^^Perhaps a rtore 
-effective strategy (certainly in terms jDf" time and cost) would have 
^ been simply-'to pass one. law nullifying accident insurance claims for 
drivers injured while not wearing, seat belts. . 

'Hence, when we examine .organizational effectiveness, it: is important 
to recognize and accouat for the people who ultimately determine the 
quality and quantity of an organization's respopse Eb environmental 
dbmands 






SU:iMARY AND CONCLUSIONS *^ . # / 

Mos t contemporrary' organizations exist in turbulent environments, where 
fh/eats c\ survival and growth can be relatively commonplace. Within 



si^ch- environments', managers 'must attempt to'secure and properly utilize 
resources in an effort to attain the operative goals set forth by 

e organization. The process by which they do so — or fail to do so — ' 
is/at the heart of tl^e concept of organizational effectiveness . ^ ^ 

In the atove' discussion, we have attempted to review the various ^ 
pproaches that have been take^n to evaldating organizational effectiveness. 
It was noted that little homogeneity exists^between the various approaches. 
TlUs la^ck of consensus is 'believed to result from the existence o£ at 
least eight problems inherent in the existing models. In an effort to 
overcome many of these problems, a process mode' of organizational 
e f f ect iveness has been proposed . 
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Tlie. mpdel described here jLs somewhat different from earlier models. 

Instead of specif/ing the criteria 'for effectiveness (i.e., when /is an \ 

organization effective?), tUis model focuses on the process of becoming 

effective (i.e., what conditioi^^^re most'iconducive to effectiveness?) 

It is argued here that the actual 'criteria for evaluation vary^ depending ^ , 

on the particular operative goals of the organization. Because of this, 

it appears appropriate to place greater emphasis on understanding tha 

dynamics associaited with ef fectiveness-orienCed behavior. ^ 

•It is 'further- suggested that one way to coneeptuaMze organi^Ktional 

. i \ y ^ v^M^ ^ K^^m 

effectiveness as a procte'^^ ^<i{^^iexai^Mfce thri^^related^BRWR . First, 

2 use of opt;4^|^||'!g^§|g^^^ an organization is capable of 

lining) i^jSii^ realistlfc parameters on the assessment 

process, llien, wTi^in these constraints, we can ask Intelligent questions' 

- " ■ • ; ♦ 

concerning the apfy|jcrpr lateness of managerial resourc^yallocation decisions 

intlie- light of tif^3e constraints Tii at is^ there may be a betteV way for*" 

managaifs to spend their limited resoTirces. Important questions to consider 

here include the following: , * - , 

a.;, To what extent are we applying our limited r^^sources toward 
tlie attainiient of our various goals? Irl point of fact, organizations 
often make . resource allocation deci^ ions^ndepehdent of goal decisions 
resulting in **unf unde d*\goals and **f unded\non-goals . This behavior 
.is perhaps most clearly exemplified in the Wactice by various state 
/ and federal legislatures .of passing author i^^lt ion hills and appro- ^ 
/ I pri.Ttion bills separately. Tiius, it is possible (and, in fact, often 
' happens) that a bill (goal) becomes law but no resources are appro- 
priated to implement it. ♦ 
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b. Is thc^re a clear relationship between -the amount of resources- 
we spend on- th|; various goals and the importance of each goal? * 
F<)r example, iif an organization truly believes it places equal 
weight on making a profit ^nd on improving the quality of working 
life, are such beliefs borne c/ut in terms of resourc.e allocation? 
This does not suggest -that equivalent amounts of resources must 
be spent oj^ both goals. Instead, it suggests that sufficient re- 
sources be^spent to bring about thg. ^ttaiililent of both goals. 

c. What k,ind of^return on investment are we getting on our 
resources per goal ? .If organizations pursue multiple goals , it ' 
would seem logical to examine the efficiency of effort toward 
each goal. It may be that , an organization is highly efficient > 
on its less important goals and xelatively inefficient on its more 
important igoals.. Where such . inefficiencies are noted, decisions 
must be made concerning xhe desiMfciiity of continuing^ ;fhe t>ursuit 
of the^gpat. Where a goal is viAed a3 worthwhile (e.g., hiring 
the hard-core^unemployed) , companies may purs uei^he goal despite 
a low return on iiiyestmeiTt. I • , * 

d. Is the ^tire organization working tpgether for goal attain- 
ment? There are instances where the existing marketing channels 
of in organization are npt suited to newer of different products, 
leading to suboptimal results. Moreover, a fairly comnbn complaint*, 
against research jRd development. 'departments is that their scientists 
stress basic -research proj ects. at the expense of applied projects 
wUich generally have more immediate and more certain' payoffs . 

e*. organizations should constantly raise questions con*- 

cerning jtfffeir place in the external environment. A relatively 
successful example of such organization-environment fit can be 
sei^tr^in American Motors Corporation, which for many years has 
specialized in small cars and jeeps while the "big three'* stressed 
medium and large-sized cars. As the other auto makers shift their 
focus toward smaller cars, however, AI^IC (with fewer resources) may 
.find it^hecessary to adjust its efforts toward newer markets. Hence, 
flexibility in the face of environmental change remains an important 
area of concern for effective organization. , 

Second, ic has been stressed throughout our discussion that the use' 

of a systems perspective allows for the explicit recognition of how 

various factors in the organization blend together to facilitate or inhibit 

effectiveness-related activities. This approach forces managers to 
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empLgy more comprehensiye analj^^ical models yhen asking questions about 



why the organization achieved or failed to achieve a particular goal. 
'It allows for a nxjre global perspective of the nature of the problem, aS 

well as* possible solutlTongV^ * s 

Third, it is highly desS^ble to recognize the imi)ortant link 
^between individual behavior -'and organ^zatiort^wide performance. That is, 
jany consideration of how organizations become effective (or more effec- 
,tive)' must account fof the primary fleterminant of ultimate organizational 



performance:'^the employees of the organization. Recent efforts to 
institute Managemeht-By-Obj ectiyes programs! in organizations represent • 
one such attempt to coordinate. the efforts of various employees toward 
specific organizational objectives* When taken together, the'se three 
related factors whould assist managers and organizational analysts in 
understanding the various ways organizations move toward or away from 
goal attainment and organizational effectiveness. 

Two general conclusions emerge from our analysis of organizational 
effectiveness which have important implicat?ions for both managers and 
psychologists. To begin with,^the concept of organizational effectiveness 
is best understood in terms of 'a continuous process instead of an end 
^tate. Marsljair^g resources for goal-directed effort is an unceasing 
task for most mahVgers . In view of the changing naLure of the goals 
that are pursued in many organizations, managers have a constant res- 
>ponsibility to recognize environmental changes, restructure/available 
resources, modify technologies , develop employees, and so forth, in 



22 



A 



21 



order to use the talents at their disposal to attain such goals. In 
these efforts , contemporary managers emerge as the primary facilitator 

' of ^|[Fectiveness through their actions and behavior. 

' • • • 

^ \ . • In addition, our analysis has emphasized the central ro»le of cofttin- 

g^ncies i^ any cfiscussion of effectiveness. Thus, it is incumbent upon 
^ managers to recognize the unique qualities that^ define their own organi- 
zation — its goals, structures, technologies, people, environments, etc.i — 
• and to respond in a iffanner that is consistent with this uniquenes^. This 
^ conclusion cautions against tKe arbitrc^ry use of "rules" or "principles" ' 

for achieving success. Such rules and principles ate of little use in 
view of the diversity of organizations in our contemp.orary society. 
Instead, responsibility must fall to the organization and Its management 
to develop employees so thej^can better recognize and understand the nature 
of a particular situationa^d respond appropriately. When viewed in this 
manner, organizational effectiveness becomes largely a function of the 
extent to which managers and employees can pool their efforts and overcome 
the obstacles which inhibit^oal attainment. , ' .J; , 
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Table 1 



FREQUENCY OF OCCU.RREN.CE-OF EVALUATION llklTERIA IN 17 MODELS* 



OR ORGANIZATIONAL EFFECTIVENESS 





NtiiTiH p r n f t \ itipq 




Evaluation Criteria 


Mentioned . 


,'Percent 






X U L d J. 


■ < 

Adaptability- flexibility 




59% 


Productivity . 


.■■ .■ ■ V 


35% 


Satisfaction 




29% 


Profitability 


3 ■ 


18%: 


Resource acquisition 


3 




Absence of strain 


2 




Control over environment 


» 2. 


* 12% 


Development 


2 


12% 


Efficiency 


2 


12% 


Employee^ retention 


2 


12% 


Growth^ 


2 


' 12% 


Integration 


2 


12% 


Operv communicatio ns 


2 


' 12% 


Survival ^ 


2 


12% 


All other criteria 


1 


6% 



Source: R.M. Steers, "Problent, in the Measurement of Organizational 
Effectiveness", Administrative Science Quarterly , 1975, 20., 546-558, 



26 



Figure 1« Major Influences on Organizational EjTf ectlveness 
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